
COMMONWEALTH OF KENTUCKY 

BENIRE THE PUBLIC SERVICE comxssxow 

Matter of I n  the 

THE APPLICATION OF CINCINNATI 
BELL INC., F'OR AUTHORITY To CASE NO. 8641 
ADJUST ITS RATES AND CHARGES ) 
AND TO CHANGE ITS TARIFFS ) 

O R D E R  

IT  IS ORDERED t h a t  C i n c i n n a t i  B e l l  I n c . ,  s h a l l  f i l e  an  

o r i g i n a l  and  f i v e  c o p i e s  of t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  t h e  

Commission, w i t h  a copy t o  a l l  p a r t i e s  of r e c o r d ,  by December8,  

1982. Where a number o f  sheets are r e q u i r e d  for an i t e m ,  e ach  

s h e e t  s h o u l d  be a p p r o p r i a t e l y  indexed ,  for example,  I t e m  l ( a ) ,  

S h e e t  2 of 6 .  C i n c i n n a t i  B e l l  I n c . ,  s h a l l  a l so  f u r n i s h  w i t h  

each  r e s p o n s e  t h e  name of the w i t n e s s  who w i l l  b e  avai lable  a t  

the public h e a r i n g  for r e spond ing  t o  q u e s t i o n s  c o n c e r n i n g  e a c h  

area o f  i n f o r m a t i o n  r e q u e s t e d .  

1. C a p i t a l  s t r u c t u r e  a t  t h e  end  of each  of t h e  p e r i o d s  as 

ehoan in Format 1. 

2. a. P r o v i d e  a list of a l l  o u t s t a n d i n g  i s s u e s  of l o n g  

term debt as of end  of t h e  l a tes t  c a l e n d a r  y e a r  and  t h e  end of 

t h e  test p e r i o d  t o g e t h e r  w i t h  t h e  r e l a t e d  i n f o r m a t i o n  as shown i n  

Format 2a. A s e p a r a t e  s c h e d u l e  is t o  be p r o v i d e d  for each time 

p e r i o d .  Report  i n  Column (k) of Format 2 a ,  Schedu le  2 t h e  

actual d o l l a r  amount of d e b t  cost for t h e  test y e a r .  Compute 



t h e  actual and annua l i zed  composite debt cost  rates a n d  report  them 

i n  Column ( 5 )  of Format 2 a ,  Schedu le  2.  

b. P r o v i d e  an  a n a l y s i s  of end  of p e r i o d  s h o r t  t e r m  debt 

and a c a l c u l a t i o n  of t h e  a v e r a g e  and end  of p e r i o d  c o s t  rates as 

shown i n  Format 2b. 

3. P r o v i d e  a list of a l l  o u t s t a n d i n g  i s s u e s  of p r e f e r r e d  

stock as  of end of t h e  l a t e s t  c a l e n d a r  year a n d  t h e  e n d  of t h e  

test period as shown i n  Format 3. A s e p a r a t e  s c h e d u l e  is t o  be 

prov ided  for each t i m e  p e r i o d .  Repor t  i n  Column ( h )  of Format 3, 

Schedule  2 ,  t h e  a c t u a l  do l l a r  amount of p r e f e r r e d  s tock cost  

acc rued  a n d / o r  p a i d  d u r i n g  t h e  t es t  y e a r .  Compute t h e  a c t u a l  and 

a n n u a l i z e d  preferred stock cost  rate and report  t h e  r e s u l t s  i n  

Column ( h )  of Format 3, Schedu le  2.  

4 .  a. P rov ide  a l i s t i n g  of a l l  i s s u e s  of common stock i n  

the pr imary  market d u r i n g  t h e  most r e c e n t  10 y e a r  p e r i o d  as shown 

in Format 4a. 

b. Provide t h e  common s t o c k  i n f o r m a t i o n  on a q u a r t e r l y  

and y e a r l y  basis for t h e  most r e c e n t  5 calendar y e a r s  a v a i l a b l e ,  

and th rough  t h e  la tes t  a v a i l a b l e  q u a r t e r  as shown in Format 4b. 

c. P r o v i d e  monthly market  p r i c e  f i g u r e s  for common 

stock f o r  each month d u r i n g  t h e  m o s t  recent 5 y e a r  period and for 

t h e  months th rough  t h e  d a t e  t h e  a p p l i c a t i o n  is f i l e d  as shown i n  

Format 4c. P r o v i d e  a l i s t i n g  of a l l  etock s p l i t s  by date and 

t y p e  - 
5 .  P r o v i d e  a computa t ion  of f i x e d  c h a r g e  c o v e r a g e  r a t i o s  

f o r t h e 1 0 m s t r e c e n t  calendar  years a n d  for t h e  test  y e a r  as shown 

i n  Format 5 .  
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6. What cost control programs or policies is Cincinnati 

Bell persuing In an effort to control costs or increase its 

operating efficiency? What are the cost savfngs associated 

with these programs or policies? 

7. With what companies is Cincinnati Bell negotiating 

its license contracts? What is Cincinnati Bell's current 

position with regard to the terms of such an agreement? What 

are the anticipated resul tsof thesenegot iat ions?  Provide the - 

Cowission with copies of any license contracts that Cincinnati 

Bell entered into as a result of the negotiations. 

8. Vhat Impact will the implementation of the Consent 

Decree have on Cincinnati Bell's construction budget? How was 

this revised budget determined? What criteria is used in 

detennin ingwhether i t i sprudent  to implement modernization and 

improvements simultaneously or in p r o l o n g e d  stages? 

9. Provide a detailed explanation of the "elaborate 

procedures" Cincinnati B e l l  uses in purchasing equipment. 

10. What was the amount of cost savings to the customers 

of Cincinnati Bell or the increase in revenues over expenses 

received by Cincinnati Bell a6 a result of Cincinnati Bell's ex- 

penditures for advertising? Provide the information for each 

class of Cincinnati Bell's advertising expenditures. 

11. Who determines the marketing objectives to be achieved 

by Cincinnati Bell in Its service area? How are the objectives 

determlqed? What are Cincinnati Bell's current and long range 

marketing obJectives for its service area? 
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12. Q u a n t i f y  t h e m a t e r i a l b e n e f i t s  t o b e  r e c e i v e d  by  t h e  

r a t e p a y e r s  of C i n c i n n a t i  B e l l .  S h o u l d n ' t  t h e s e  e x p e n s e s  be t h e  

r e s p o n s i b i l i t y  of t h e  s t o c k h o l d e r s  o f  C i n c i n n a t i  B e l l ?  

13. Describe t h e  a d v e r t i s i n g  for which  t h e  o b j e c t i v e  is 

decreased e x p e n s e s .  How much is C i n c i n n a t i  B e l l  s p e n d i n g  o n  

this t y p e  of a d v e r t i s i n g ?  To what  e x t e n t  w e r e  e x p e n s e s  d e c r e a s e d  

i n  those areas -which  t h e  a d s  were directed? 

14.  What w e r e  t h e  p u r p o s e s  of C i n c i n n a t i  B e l l ' s  r e c e n t  

management r c : o r g a n i z a t i o n ?  What is  t h e  e f f e c t  o n  t h e  r a t e p a y e r s  

as a r e s u l t  of t h e  r e o r g a n i z a t i o n ?  

15. P r o v i d e  C i n c i n n a t i  B e l l ' s  t o t a l  p r o d u c t i v i t y  factors for 

t h e  test p e r i o d  and t h e  5 y e a r s  p r io r  t o  t h e  test p e r i o d .  The 

t o t a l  p r o d u c t i v i t y  factors for t h e  5 y e a r s  p r i o r  to t h e  t e s t p e r i o d  

may be s u p p l i e d  o n  a c h l e n d a r  y e a r  basis .  

16. S u p p l y  a copy of C i n c i n n a t i  B e l l ' s  n o t i c e  a n d / o r  

a p p l i c a t i o n  a n d  p r e f i l e d  t e s t i m o n y ;  t r a n s c r i p t s  from h e a r i n g s  a n d  

t h e  F i n a l  O r d e r  of Public U t i l i t y  Commission of O h i o  i n  C i n c i n n a t i  

B e l l ' s  c u r r e n t  case (PUCO C a s e  No. 81-1338-TP-AIR). 

17. For each of t h e  e i g h t  ( 8 )  m o d e l s  p r e s e n t e d  i n  E x h i b i t  

Part 3 of I . L .  C h a n g ' s  t e s t i m o n y ,  p r o v i d e :  

a. a n a r r a t i v e  d e s c r i p t i o n  of why each of t h e  i n d e p e n d e n t  

v a r i a b l e s  is i n c l u d e d  i n  t h e  mode l ,  

b. n l l e t  and n a r r a t i v o  d u n c r l p t l o n  of all o t h a r  

i n d e p e n d e n t  var iables  c o n s i d e r e d  for uue  i n  e a c h  of t h o  models, 

. c. a l l  a l t e r n a t i v e  model s p e c i f i c a t i o n s  c o n s i d e r e d  by 

t h e  company, and  a n a r r a t i v e  d e s c r i p t i o n  a n d  r e l e v a n t  s t a t i s t i c a l  

r e s u l t s  i d i c a t l n g  why t h e  model was n o t  used by t h e  Company, 
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d. t h e  c o r r e l a t i o n  m a t r i x  for each  of t h e  models ,  and 

e. t h e  co r re log ram and/or t h e  autocorrelat ion f u n c t i o n  

of t h e  r e s i d u a l s  for e a c h  of t h e  models. 

18. On page  49 of E x h i b i t  Part 3 of I .  L .  Chang'6 t e s t i m o n y  

a table p r e s e n t s  t h e  data for R e a l  C i n c i n n a t i  SMSA P e r s o n a l  

Income. Describe how t h i s  i n f o r m a t i o n  w a s  c a l c u l a t e d .  

19. Describe t h e  method of i n t e r p o l a t i o n  used  t o  d e r i v e  

monthly t h e  Gross N a t f o n a l  P roduc t  values  on page  62 of E x h i b i t  

Part 3 of I. L. Chang's t e s t imony .  

20. On pages  59 and 60 of E x h i b i t  3 of I .  L. Chang ' s  

t e s t imony  t h e  Consumer Price Index  is c o n s t a n t  from 1 9 7 7 ~ 9  

to 1981:5. P r o v i d e  a n  e x p l a n a t i o n  of why t h i s  o c c u r s .  Were 

t h e s e  v a l u e s  used  in t h e  r e g r e s s i o n  a n a l y s i s ?  

21. On pages  11-12 of I . L .  Chang's  t e s t i m o n y ,  a discussion of 

t h e  t r a c k i n g  of t h e  demand r e p r e s s i o n  and revenue c u r t a i l m e n t  

t h a t  r e s u l t e d  from r e c e n t  I n c r e a s e s .  

E. P r o v i d e  a l l  workpapers  to s u p p o r t  t h e  demand 

r e p r e s s i o n  and revenue  c u r t a i l m e n t  c a l c u l a t i o n s .  

b. Provide the  r evenue  c u r t a i l m e n t  and  demand 

r e p r e s s i o n  for r e s i d e n c e  and  b u s i n e s s  s e r v i c e s  s e p a r a t e l y .  

Provide a l l  workpapers .  

22. P r o v i d e  a l l  workpapers  u sed  t o  deve lop  t h e  E x h i b i t  

Part 4 in R. L. L o e s h ' s  t e s t i m o n y .  All assumpt ions  u s e d  s h o u l d  

be e x p l i c i t l y  n o t e d .  

23. P r o v i d e  c o p i e s  of a l l  i n f o r m a t i o n  r equeRts  of t h e  

Public U t i l i t i e s  Commission of O h i o  and t h e  r e s p o n s e s  t o  those 

r e q u e e t s  in PUCO Case No. 81-1338-TP-AIR. 
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24. a. P l e a s e  i d e n t i f y  those i t e m s  for which  t h e  p ropased  

i n c r e a s e s  i n  rates or chargee w e r e  based on cost  s t u d i e s  and t h e  

i t e m s  for which t h e  rates or charges w e r e  i n c r e a s e d  by 30%. 

b. P r o v i d e  any cos t  s t u d i e s  upon which t h e  above 

i n c r e a s e s  are based t h a t  have  n o t  been p r e v i o u s l y  f i l e d  . 
c. P r o v i d e  a list of cost s t u d i e s  p r e v i o u s l y  f i l e d  upon 

which t he  above i n c r e a s e s  are based s t a t i n g  t h e  C a s e  No. where 

the s t u d i e s  are f i l e d  and t h e  i t e m s  to w h i c h  each app ly .  

25. Provide cost j u s t i f i c a t i o n  for rates and  charges 

proposed  for any new equipment  or s e r v i c e . .  

26. P r o v i d e  de t a i l s  as t o  t h e  methodology used in d i s t r i -  

b u t i n g  t h e  balance of the r e q u i r e d  r evenue  i n c r e a s e  ( r e f e r r e d  t o  

on page 6 of R. W. Stropes p r e f i l e d  t e s t i m o n y )  among t h e  basic 

exchange s e r v i c e .  , 

2 7 .  E x p l a i n  C i n c i n n a t i  B e l l ' s  p roposed  rate t r e a t m e n t  of 

cus tomers  o u t s i d e  t h e  CMSA area i n  t h i s  case. P r o v i d e  a copy of a l l  

s t u d i e s  s u p p o r t i n g  t h e  p roposed  rate t r e a t m e n t  o r  r a t i o n a l e ( s )  

u sed  by C i n c i n n a t i  B e l l  i n  a r r i v i n g  a t  t h e  proposed .  

Done at  F r a n k f o r t ,  Kentucky,  t h i s  17th day of November, 1982. 

PUBLIC SERVICE COMMISSION 

or thWCommlssion 

AlTEST:  

Secretary 
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Format 2a 
Schedule  3 

Cincinnati B e l l ,  Inc. 

Case N o .  8641 

Long-Term Debt and P r e f e r r e d  Stock Cost Rates 

Parent  Company : 

T e s t  Year 

Latest Calendar y e a r  

System Conso l idated:  

Tee t Year 

L a t e s t  Calendar year 

Annual ized Cost  Rate 

Long-Term Debt P r e f e r r e d  Stock 

I n r t r u c t i o n :  
1 . .  T h i s  s c h e d u l e  is to be  completed only by a p p l i c a n t s  that are 

2. D e t a i l e d  workpapere showing calculat ion of the above ,coet ratee 

members of an a f f i l i a t e d  group. 

are to be avai lable  on request. 
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Cincinnati Bell, Inc. 

Case No. 8641 

Period 

5th Calendar Year: 
1st Quarter 
2nd Quarter, 
3rd Quarter 
4th Quar.ter 
AnClUl 

4th Calend-qr Year: 
1st Quarter 
2nd Quarter 
3rd Quarter, 
4th Quarter 
Annual 

3rd Calendar Year: 
. 1st Quarter 

2nd Quarter 
.3rd Quarter 
4th Quarter 
Annual 

2nd Calendar Year: 
1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 
Annual 

lrt Calendar Year: 
lrc Quartrr 
2nd Quartrr 
3rd Quarter 
4th Quartet 
Annual. 

Format 4b 

Quarterly and Annual Common Stock Informetton 
For the Periods as Shown 

Average Earniqs Dividend Return on 
No. of Shares Book Per Rate Average 
Outstanding Value Share Per Share Comon Equity 

Latent Av~llabla Quarter 

Instructions: 
1. Report annual returns only.  

2- If applicant 1s a aember of an affiliate group, provide in .a keparate schedule 
t h e  above data for t h e  parent coopany. 
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